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Indenendent Auditor's Renort

To the Members/Offrcial of the Lyon County Econornic Development Consortium:

We have audited the accompanying financial statements of the governmental activities and each

major fund of the Lyon County Economic Development Consorlium (LCEDC), as of and for the calendar

year ended December 31,2010. which collectively comprise the Consortium's basic financial statements

listed in the table of contents. 'fhese hnancial statements are the responsibility of Lyon County Economic

Development Consortium's management. Our responsibility is to express opinions on these financial

statements based on our audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards and the

standards applicable to financial audits contained in Government Auditing Standards, issued by the

Comptroller General of the United States. Those standards require that we plan and perform the audit to

obtain reasonable assurance about r.vhether the financial statements are free of material misstatement. An

auclit includes examining, on a test basis, evidence supporting the amounts and disclosures in the f,rnancial

statements. An audit also includes assessing the accounting principles used and signihcant estimates

made by management, as rvell as evaluating the overall financial statement presentation. We believe our

audit provides a reasonable basis for our opinions.

In our opinion, the financial statements refened to above present fairly. in all material respects, the

respective financial position of the govemmental activities and each major fund of the Lyon County

Economic Development Consortium at December 31,2010, and the respective changes in financial

position for the calendar year then ended in conformity with U.S. generally accepted accounting

principles.

In accordance with Government Auditing Standards, we have also issued our report dated July 29,

2011 on our consideration of the Lyon County Economic Development Consortium's internal control over

financial reporting and our tests of its compliance with certain provisions of laws, regulations, conttacts

and grant agreements and other matters. The purpose of that report is to describe the scope of our testing

of internal control over financial reporting and compliance and the results of that testing and not to
provide an opinion on the intemal control over financial reporting or on compliance. That report is an

integral part of an audit performed in accordance with Government Auditing Standard,s and should be

oonsidered in assessing the results of our audit.
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Lyon County Economic l)evelopment Consortium
s l)iscussion &

Lyon County Economic Development Consortium provides this Management's Discussion and

Analysis of its anrr.,al calendar year financial statements. This narrative overview and analysis of the

financial activities is for the calendar year ended December 3I,2010. We encourage readers to consider

this information in conjunction with the Consortium's financial statements, which follow.

2010 Financial lliehliehts

o Revenues of the Consortium's governmental activities decreased 3.3yo, or $717, from calendar

year 2009 to calendar year 2010. Charges for service decreased $450 and unrestricted investment

earnings decreased 5267 '

¡ program expenses of the Consortium's governmental activities decreased 45-7Yo, or $5,135, from

calendar year 2009 to calendar year 2010. Administration and general expenses decreased 54'647,

note issuance fees decreased $330, and interest on long term debt decreased $158.

o The Consortium's net assets increased 6.30/o or $15,200 from December 31,2009 to December 31,

2010. The govemmental net assets increased from $241,004 to 5256,204.

o The consortium,s General Fund fund balance increased 3.8o/o or $8,618 and the lntermediary

Relending program Revolving Fund fund balance decreased 3.TYo or $8,057 from December 31,

2009 to December 31, 2010. The General Fund fund balance increased from 5226,410 to

g235,02g and the Intermediary Relending Program Revolving Fund fund balance decreased from

5266,275 to S258,158-

Usins this Annual RePort

The annual report consists of a series of financial statements and other information, as follows:

o Management,s Discussion and Analysis introduces the basic financial statements and provides an

analyical overv-iew of the consortium's financial activities.

The Government-Wide Financial Statements consist of a Statement of Net Assets and a Statement

of Activities. These statements provide information about the activities of the Consortium as a

whole and present an overall view of the Consortium's finances.

The Fund Financial Statements tell how governmental services were financed in the short term as

well as what remains for future spending. Fund financial statements report the Lyon County

Economic Development Consortium's operations in more detail than the government-wide

statements by providing information about the funds'

Notes to Financial Statements provicle additional information essential to a full understanding of

the data provided in the basic financial statements'

o
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Reporting the Consortium's Financial Activities

Gov ernment-Wide Financial Stat ement s

One of the most important questions asked about the Consortium's finances is "Is the Consortium

as a whole better off or worse as a result of the year's activities?" The Statement of Net Assets and the

Statement of Activities report information which helps answer this question. These statements include all

assets and liabilities usinj the accrual basis of accounting and the economic resources measurement focus'

which is similar to the Lcounting used by most private-sector companies. All of the current year's

revenues and expenses are taken into account, regardless ofwhen cash is received or paid'

The Statement of Net Assets presents all of the Consortium's assets and liabilities, with the

,jifference between the two reported AS "net assets". over time, increases or decreases in the

consortium,s net assets may serve as a useful indicator of whether the financial position of the

Consortium is improving or deteriorating'

T'he Statement of Activities presents information showing how the Consortium's net assets

changed during the most recent calendàr year. All changes in net assets are reported as soon as the change

occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are reported in this

statement for some items that will not result in cash flows untii future fiscal periods.

The Consortium,s governmental activities are presented in the Statement of Net Assets and the

Statement of Activities. Governmental activities include loan programs and administration and general'

Investment earnings currently finance most of these activities. The Consortium has no business type

activities.

Fund Financial Statements

The Consortium has one kind of funds (which are separated into two funds):

1) Govemmental Funds account for the Consortium's basic services. These focus on how money

flows into and out of these fun,Js, and the balances left at year-end that are available for spending.

The Governmental Funds include: 1) the General Fund and 2) the special Revenue Fund

(lntermediary Relending program Revolving Fund). These funds are reported using the current

financial resources measurement focus and the modified accrual basis of accounting, which

measures cash and all other financial assets that can readily be converted to cash' The

Governmental Fund financial statements provide a detailed, short-term view of the Consortium's

general governmental operations and the basic services it provides. Governmental Fund

information helps one deiermine whether there are more or fewer financial resources that can be

spent in the near future to finance the consortium's program.

The required financial statements for Governmental Funds include a Balance Sheet and a

Statement of Revenues, Expenditures and Changes in Fund Balances'

Government-Wide Financial Analvgis

As 
'oted 

earlier, net assets may serve over time as a useful indicator of financial position. The

analysis that follows focuses on the changes in the net assets for governmental activities from ayear ago'

5



Net Assets of Governmental Activities

December 31,2010 December 31,2009

$ 255,514 $ 208,491Current Assets

Notes Receivable (Non-Cunent)
Total Assets

Other Liabilities
Long-Term Debt

Total Liabilities

Net Assets:
Restricted
Unrestricted

Revenues:
Program Revenues:

Charges for Sen'ice
General Revenues:

Unrestricted Investment Earnings

Total Revenues

Program Expenses:
Note Issuance Fees

Administration & General
Interest on Long-Term Debt
Total Expenses

Increase in Net Assets

Net Assets Beginning of Year

239 705
495.2r9

286 970
495,461

3,651
235,364

4,61I
249.846

239,015 254,457

21,176
235 028

14,594
226,410

Total Net Assets 256.204 s 241,004

Net assets of the Lyon County Economic Development Consortium's governmental activities

increased in calendar year 2010 by $15,200, compared to a $10.782 increase in calendar yeat2009, due to

loan interest received during the year exceeded operating costs which were significantly lower than in

2009. There were no bad debt write offs of notes receivables in calendar year 2010. Restricted net assets

represent resources that are subject to external restrictions (Intermediary Relending Program Revolving
purposes). Unrestricted net assets are used to finance day-to-day operations without constraints

established by debt covenants, legislation or other legal requirements.

Changes in Net Assets of Governmental Activities

Year Ended

$

Year Ended
December 31,2010 December 31 2009

1,3 50

20.672

$ 900 $

20,405
21,305 22.022

720
3,005
2,380

1,050
7,652
2.538

6,1 05 11,240

15,200 10,782

230,22224r,004

Net Assets End of Year

6
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Revenues are slightly less in calendar year 2010 than calendar yeat 2009 due to fewer loans issued

and a slight decrease in interest earnings. Expenses f'or calendar year 2010 are down significantly from

calendar year 2009 mainly due to decreáse in professional fees in calendar year 2010 (calendar year 2009

audit not completed until2011).

Individual Maior Fund AnalYsis

The Lyon County Economic Development Consortium uses fund accounting to ensure and

demonstrate complianc e with financ e-related requirements'

General Fund Analysis

The General Fund showed an increase in fund balance in calendal year 2010 of $8,618, from

$226,410 to $235,02g. This compares to a $6,589 increase in fund balance during calendar year 2009'

The overall change in fund balance in calendar year 2010 was due to normal operations (mainly interest

income exceeding administrative and general expenditures). The 2010 increase was more than the 2009

increase due to a reduction in professional fees in calendar year 2010.

I nt er me di ory Re I e ndi ng P r o gr am Rev o lv i ng Fund An aly s i s

The Intermediary Relending Program Revolving Fund showed a decrease in fund balance in

calendar year 2010 of $i,057, nom $zoo 215 ro $258,158. This compares to a $10,250 decrease in fund

balance A-uring calendar year 2009. The overall change in fund balance in calendar year 2010 was due to

normal operations (mainly interest income being less than loan related administrative and general

expendir,rJres and noì. puyáule debt service). The reduction in fund balance was smaller than in 2009 due

to a reduction in professional fees in calendar year 2070'

Budeetarv Hishliehts/Capital Assets

The Consortium does not adopt a financial budget and does not own any capital assets.

Debl Administration

At Decemb er 3l,20l0,the Consortium has a promissory note with the USDA/Rural Development

jn the amount of $235,364 (compared to the l)ecember 31,2009 balance of $249,846)' The note is to be

fully repaid in year 2025 and carries a I%o rute of interest. Additional information about this long-term

debt is presented in Note 5,6 and 7 to the financial statements.

Economic Factors

The Lyon County Economic Development Consortium is dependent on the economic health of the

Lyon County, Iowa businesses that have been loaned money (the ability of these businesses to make

payments on their notes).

7
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This finaneial report is designed to provide the citizens of Lyon County, borrowers, and creditors

with a general overview of the Consortium's finances and to show the Consortium's accountability for the

money it receives. If you have questions about this report or need additional financial information,

oontact Steve Wells at(7t2) 472-4888.
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Exhibit A

Lyon County Economic Development Consortium
Statement of Net Assets

December 31r 2010

Governmental
Activities

Assets
Cash
Cash - Debt Reserve

Cash - Loan Loss Reserve

Prepaid Insurance
Irrterest Receivable
Notes Receivable (Portion Due Within One Year)

Notes Receivable (Portion Due After One Year)

Total Assets

Liabilities
Accounts Payable
Accrued Interest Payable

Long-Term Liabilities :

Portion Due or Payable Within One Year

Note Payable - USDA
Portion Due or Payable After One Year:

Note Payable - USDA

Total Liabilities

Net Assets
Restricted for:

Intermedi ary Relending Pro gram Revolving Purpo ses

Unrestricted

Total Net Assets

$ r04,984
16,980
40,000

448
1,447

gl,66l
239 705

495,219

7,955
1,696

14,626

220 738

239 015

2I,176
235,028

$ 256,204

See Notes to Financial Statements.
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Lyon County Economic Development Consortiun
Statem ent of Activilies

Calendar Year Ended December 31' 2010

Program Revenues Net (Expense)

Revenue & Changes
In Net Assets

General Revenues:
Unrestrioted Inve stment Earnings

Change in Net Assets

Net Assets Beginning of Year

Net Assets End of Ye¿r

$
(
(

eoo ( 5205)

$ 256,204

ll



Exhibit C

Lyon County Economic Development Consortium
Balance Sheet

Governmental Funds
December 31,2010

Special Revenue

Intermediary
Relending
Program

Revolving Fund
General

Fund Total

Assets
Cash
Cash - Debt Reserve
Cash - Loan Loss Reserve
Prepaid Insurance
Interest Receivable
Due From Other Fund
Notes Receivable

Total Assets

Liabilities and Fund Balances
Liabilities:

Due to Other Fund
Accounts Payable
Deferred Revenue - Interest Income

Total Liabilities

Fund Balances:
Reserved For:

Debt Reserve
Loan Loss Reserve
Notes Receivable

Unreserved:
Undesignated

Total Fund Balances

fi 72,719
0

0

224
1,008

0

164,847

32,265
16,980
40,000

224
433

3,207
166,579

r04,984
16,980
40,000

448
1,447
3,207

331,366

$ 238,798 259,628 498,426

$ 3,207
563

0

0

r,392
78

3,207
1,955

78

3,770 r,470 5,240

0

0

160,737

16,980
40,000

159,816

16,980
40,000

320,553

115,65341,36274,291
235,028

Total Liabilities and Fund Balances $ 238'798

258,158 493,186

259,628 498,428

See Notes to Financial Statements.
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Lyon County Economic Development Consortium
Reconciliation of the Balance Sheet -

Governmental Funds to the Statement of Net Assets

I)ecember 31' 2010

Total Governmental Fund Balances (page 12)

Amounts reportedfor govetnmental øctivíties in the Støtement of Net Assets

are dffirent because:

Otlrer long-term assets (interest receivable for calendar year 2010) that produce

revenues are not available to p-r¿y current period expenditures and, therefore, are

deferred in the Govemmental Funds.

Long-ternr liabilities (accrued interest payable and note payable - USDA for

calendar year 2010) are not due and payable in the current period and, therefore,

are not reported in the Govemmental Funds.

Net Assets of Governmental Activities (page 10)

Exhibit D

$ 493,186

78

( 237,060)

$ 256,204

See Notes to Financial Statements.
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Lyon County Economic Development Consortium
Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds
Calendar Year Ended December 31,2010

Special Revenue

Intermediary
Relending
Program

Revolvine Fund
General

Fund

Exhibit E

Total

Revenues:
Interest on Notes Receivable and Bank Accounts:
I.R.P. Related Notes Receivable
Non I.R.P. Related Notes Receivable
Interest Bearing Bank Accounts

Loan Application & Documentation Fees

Total Revenues

Expenditures:
Bank Charges
Insurance
Legal/Filing Fees (Note Receivable Issuances)

Financiallloan Advi sor Fees

Notes Payable lnterest
Notes Payable Principal

Total Expenditures

Net Change in Fund Balances

Fund Balances: January lr20l0

Fund Balances: December 31,2010

9,618 ( 8,057)

$ 0

9,972
162

0

9,904
0

328
900

9,904
9,972

490
900

10,134 17,732 21,266

27
676

0

813

0

0

0

676
720
813

2,498
74,482

27
1,352

720
1,626
2,498

14,482

1,576 19,189 20,705

226,410

561

266,215 492,625

$ 235,028 258,158 493,786

See Notes to Financial Statements
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Lyon County Economic Development Consortium

Reconciliation of the Statement of Revenues, Expenditures and
Changes in Fund Balances -

Governmental Funds to the Statement of Activities
Year Ended December 31' 2010

Net Change in Fund Balances - Total Governmental Funds (page 14)

Amounts reported for governmental activities in the Statement of Activities
are different because:

Because some revenues will not be collected for several months after the

Consortium's year end, they are not considered available revenues and are

defeffed in the Governmental Funds. The resulting timing difference is as

follows:
Notes receivable interest

Some expenses reported in the Statement of Activities do not require the use of
current flrnancial resources and, therefore, are not reported as expenditures in
Governmental Funds as follows:

Interest on long-term debt

Current yeffi repayment of long-term liabilities is aî expenditure in the

Governmental Funds, but the repayment reduces long-term liabilities in the

Statement of Net Assets

Changes in Net Assets of Governmental Activities (page 11)

Exhibit F

$ 561

39

118

14,482

$ 15,200

See Notes to Financial Statements
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Lyon County Economic Development Consortium

Notes to Financial Statements
December 31' 2010

l) Summary of Significant Accounting Policies

The Lyon County Economic Development Consortium (LCEDC) was oryanized and incorporated

under Section 504A of the Code of Iowa as a Non-Profit Corporation on May 17, 7989 as a separate

entity for all legal purposes. The organrzation consists of representatives from Lyon County and the

various communiti., *ithin the poùtical boundar of Lyon County, Iowa, joined together for the

implementation of ec ects within the county. Local governments of the area

jurisdiction entered intergovemmental cooperation by the virtue of the

po*..t granted them de of Iowa'

The LCEDC,s missiol of implementing econorrric development projects within Lyon County is being

accomplished by the lendini of monies to businesses located various

""orroÃi" 
development projects at a leasonable rate of interest' in Lyon

County, lowa, urrd th" sunoundin g area of Northwest Io'wa, S outheast

South Dakota afTect significantly on the businesses abilities to make the amortized note receivable

payments to the LCEDC.

The financial statements of the LCEDC have been are prepared in conformity with U.S. generally

accepted accounting principles (GAAP) as prescribed by the Governmental Accounting standards

Roard.

A. Reporting EntiW
F- fr""*t"l t"porting purposes, the Lyon county Economic Development consortium has

included all funds, lrganlzations, agencies, boards, commissions, and authorities' The

LCEDC has also coniidered all potential component units for which it is financially

accountable and other organizatiãns for which the nature and significance of their

relationship with the LCEDC are such that exclusion would cause the LCEDC's financial

statements to be misleading or incomplete. The Governmental Accounting Standards

Board has set forth criteria tó be considered in determining financial accountability. These

criteria include appointing a voting majority of an otganization's governing body and (1)

the ability of the Lcnoc to imposá its will on that organization or (2) the potential for the

organizafion to provide specifrc benefits to or impose specific financial burdens on the

LCEDC. The LCEDC has no component units which meet the Governmental Accounting

Standards Board criteria.

Basis of Presentation

Government-Wide Financial Statements - The Statement of Net Assets and the Statement

of Activities report information on all the activities of the Consortium' For the most part,

the effect of interfund activity has been removed from these statements' Consortium

activities currently are supported primarily by interest received on loans issued to

businesses, investment interest, loan application and documentation fees'

B.
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The Statement of Net Assets presents the Consortium's assets and liabilities, with the
difference reported as net assets. Net assets are reported in three categories.

Invested in capital assets, net of related debt consists of capital assets, net of
accumulated depreciation and reduced by outstanding balances for bonds, notes and

other debt attributable to the acquisition, construction or improvement of those assets.

The Consortium has no capital assets and therefore, no amount is invested in capital
assets, net ofrelated debt.

Restricted net assets result when constraints placed on net asset use are either externally
imposed or imposed by law through constitutional provisions or enabling legislation.
The Consortium's net assets are restricted through requirements of the U.S.D.A./Rural
Development.

Unre,stricted net assets consist of net assets not meeting the definition of the two
preceding categories. Unrestricted net assets often have constraints on resources
imposed by management which can be removed or modif,red.

The Statement of Activities demonstrates the degree to which the direct expenses of a

given function are offset by program revenues. Direct expenses are those clearly
identifiable with a specif,rc function. Program tevenues include 1) charges to customers or
applicants who purchase, use or directly benefit from goods, services or privileges provided
by a given function and 2) grants, contributions and interest restricted to meeting the
operational or capital requirements of a particular function. Other items not properly
included among program revenues are reported instead as general revenues.

Fund Financial Statements S eparate financial statements are provided for the
governmental funds. Major individual governmental funds are reported as separate

columns in the fund financial statements.

The Consortium reports the following major governmental funds

General Fund - The General Fund is the general operating fund of the Consortium.
Contributions agreed to by the different communities and Lyon County are accounted for in
this fund, as well as all interest received on notes made to development projects that are not
accounted for through the Intermediary Relending Program, interest received on monies on
deposit (not required to be included in the Intermediary Relending Program Revolving
Fund) and other income not allocated by law or contractual agreement to the Intermediary
Relending Program Revolving Fund. From the fund are paid the general operating
expenditures needed to operate the Consortium and fixed charges that are not paid from the
Intermediary Relending Program Revolving Fund.

- The Intermediary
Relending Program Revolving Fund (I.R.P.) accounts for all funds derived from the I.R.P.
agreement with the U.S. Department of Agriculture/Rural Development, the Consortium's
local match to the I.R.P., the subsequent lending for economic development projects, the
receipt of principal and interest on notes receivable paybacks from these projects, bank
account interest earned on this money, related loan and application and documentation

17
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fees, and the disbursement of funds for allowable costs and eventual payment of principal

to the U.S.D.A./Rural Development for the monies borrowed through the I.R.P.

Measurement Focus and Basis of Accounting
The govemment-wide financial statements are reported using the economic resources

measurement focus and the accrual basis of accounting. Revenues are recorded when

earned and expenses are recorded when a liability is incurred, regardless of the timing of
related cash flows. Grants and similar items are recognized as revenue as soon as all

eligibility requirements imposed by the provider have been satisfied.

Governmental fund f,rnancial statements are reported using the current financial resources

measurement focus and the modified accrual basis of accounting. Revenues are recognized

as soon as they are both measurable and available. Revenues are considered to be available

when they are collectible within the current period or soon enough thereafter to pay

liabilities of the current period. For this pulpose, the Consortium considers revenues to be

available if they are collected within 60 days after year end.

To properly account for the notes receivable, the notes receivable are also shown on the

LCEDC's Balance Sheet (Governmental Funds), even though some of the notes receivable

balance is not considered to be a current asset. Although all the notes receivable balance is

measurable, some of the notes receivable balance is not available. Available means

collectible within the current period or soon enough thereafter to be used to pay liabilities

of the curent period (within sixfv days after the end of the calendar year). The account,

fund balances - reseryed for notes receivable, represents the amount of the notes receivable

and the resulting fund balance that is not available within the current period or soon

enough theleafter to be used to pay liaLrilities of the current period (see Note 4 for notes

receivable amounts).

Interest and loan application/documentation fees are considered to be susceptible to

accrual. All other revenue items are considered to be measurable and availa'ble only when

cash is received b¡'the Consortium.

Expenditures generally are recorded when a liability is incurred, as under accrual

accounting. However, principal and interest on long-term debt is recorded as an

expenditure only u,hen payment is due.

The Consortium maintains its financiai records on the cash basis. The financial statements

of the Consortium are prepared by making memorandum adjusting entries to the cash basis

financial records.

Assets. Liabilities and Fund Balances

The following accounting policies are followed in preparing the financial statements:
D

l8



Cash
The Consortium has its cash invested in interest bearing bank accounts located in banking

institutions within Lyon County. The Consortium also earns interest on direct notes

receivable (see Note 4). The interest earned on the cash accounts and notes receivable is

recorded and maintained in the appropriate funds'

Restricted Assets

Funds set aside for deposits are classified as restricted assets as required by tntermediary

Loan Program.

Prepaid lnsurance
prepaid insurance represents insurance coverage that will benefit a future calendar year.

prepayment, *. ..rõrded as expenses/expenditures when utilized rather than when paid

for.

Due from and Due to Other Fund

l*ing the course of it, opoutions, the Consortium occasionally has transactions with bank

aocounts that are designated as a part of the General Fund or the Intermediary Relending

program Revolving Fund, but the related disbursement should have been paid from the

ottrer fund. The Consortium occasionally loans money between the two funds. To the

extent that these transactions had not been properly transferred from a General Fund bank

account to an Intermediary Relending Program Revolving Fund bank account as of

December 31, 2010, a balance of an interfund amount receivable and payable has been

recorded in the fund financial statements. There is no interest being charged between the

funds on any of the interfund transactions or the loan'

Capital Assets

The Consortium does not own any capital assets'

Deferred Revenue - Interest Income

Atthough certain revenues are measurable, they are not available. Available means

collected within the current period or expected to be collected soon enough thereafter to be

used to pay liabilities of the current period. Deferred revenue in the governmental fund

f,rnancial statements represents the amount of assets that have been recognized, but the

related revenue has not been recognized since the assets are not collected within the current

period or expected to be collected soon enough thereafter to be used to pay liabilities of the

current periãd. Deferred revenue - interest consists of accrued interest receivable not

collected within sixty days after year end.

Long-Term Liabilities
In the government-wide financial statements, long-term debt is reported as a liability in the

govemmental activities column of the Statement of Net Assets.

Fund Equity
I" th" g""""t*ental fund hnancial statements, reservations of fund balance are reported for

amounts that are not available for appropriation or legally restricted by outside parties for

use for a specific purpose.

I9



E Budset
1.ne t-CglC,s offrcials do not annually adopt a financial budget for its financial activities.

No proposed Intermediary Relending Program Revolving Fund budget was submitted to

the U.S.D.A./Rural Development for calendar yeff 2010 as necessitated by the

Intermediary Relending Program reporting requirements. This budget is intended to meet

Intermediary Relending Program requirements only, not to be used as a financial analysis

tool. Accordingly, there is no reporting or disclosure of any budget figures for calendar

year 2010.

2) Cash (Bank Deposits/Investments)

The LCEDC's deposits in banks at December 31, 2010 were entirely covered by federal depository

insurance or by the State Sinking Fund in accordance with Chapter 12C of the Code of Iowa. This

chapter provides for additional assessments against the depositories to insure there will be no loss

of public funds.

The LCEDC is authorizedby statute and its w-ritten investment policy to invest public funds in

obligations of the United States government, its agencies and instrumentalities; certificates of
depãsit or other evidences of deposit at federally insured depository institutions approved by the

LCEDC's offrcials/members; prime eligible bankers acceptances; certain high rated commercial

paper; perfected repurchase agreements; certain registered open-end management investment

companies; and certain joint investment trusts'

The LCEDC has no investments meeting the disclosure requirements of Govemmental Accounting

Standards Board Statement No. 3, as amended by Statement No. 40.

3) Due from and Due to Other Funds

The detail of interfund receivables and payables at December 31, 2010 is as follows:

Receivable Fund Payable Fund
Amount

Special Revenue:
Intermediary Relending

Program Revolving General $ 3,207

The $3,207 of interfund receivables and payables is for insurance premiums ($1,032) and

professional audit fees ($2,175) that w-ere paid from Intermediary Relending Program Revolving

Fund bank accounts but should have been paid from General Fund bank accounts. There were no

changes in this interfund receivable/payable during calendar year 2010'
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4) Notes Receivable

The LCEDC lends money for various economic development projects to businesses located within
Lyon County, Iowa.

The notes receivable issued aarry an interest rate of 5.5%. The terms of the notes are generally

amofüzed for pay back over five to ten years. The amounts shown on the balance sheet as of
December 31, 2010 reflect the amounts due on those notes receivable as of that date and are

computed as follows:

General Fund

I.R.P.
Revolving

Fund

Total
(Memorandum

Only)
Balance on December 37,2009

New Notes Issued:

Calendar Year 2010
Payments on Principal:

Calendar Year 2010
Balance on December 31,2010

s 193,452 143,802 337,254

0 60,000 60,000

( 28,605) ( 37,283) ( 65,888)

s 164,847 166,519 331,366

Less Portion Received by February 28,201I
Fund Balances: Reserved For Notes Receivable

( 4,110) ( 6,703) ( LO,qEI
s 160,737 159,816 320,553

The following are the scheduled amounts of notes recei'r'able principal coming due for the calendar
years ending:

Total
(Memorandum

General Fund

December 3l,20ll
December 31,2012
December 31,2013
December 31,2014
December 31,2015
December 31,2016 and After

$ 23,482
23,714
23,242
24,514
19,964
49,975

68,119
T6,IT6
13,656
13,505
14,267

91,661
39,830
36,858
38,015
34,231

40 796 90 771

$ 164,847 166,519 331,366

Loans are carried as notes receivable until deemed uncollectible. As of December 31, 2010, no

allowance for doubtful accounts has been recorded. As of December 3I,2010, there was $706 in
I.R.P. Revolving Fund notes receivable principal payments (which is from one note that is over
ninety days behind) and $530 in General Fund notes receivable principal payments (which is from
one note that is over ninety days behind) that were due but had not been paid and no formal
extension had been approved by the LCEDC's offrcials.

I.R.P. Revolving
Fund
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5) Notes Payable

The LCEDC had borrowed $400,000 from the U.S.D.A./Rural Development Intermediary

Relending Program. Under terms of the I.R.P. Loan Agreement dated April 10, 1995, interest at

the rate of lo/o per annum on the unpaid balance is due on April 10 of each year, with principal

payments starting on April 10, 1999 payable in 27 equal annual amofüzed payments with any

remaining balance due and payable 30 years from the date of the note.

During 2010, 52,498 was paid for interest due and payable and $14,482 in principal amount rvas

retired on this note payable. The current year principal and interest, as well as prior yeats'

principal and interest, has all been paid by the Intermediary Relending Program Revolving Fund.

The Consortium has pledged as collateral for the note all assets of the lntermediary Relending
program Revolving Fund and all collateral obtained by the Consortium as a result of Intermediary

Relending Program activities.

A suÍrmary of the Consortium's December 3I, 2010 Intermediary Relending Program

indebtedness is as follows:

Calendar Year
Ending

December 31 Interest Rates Principal Interest Total

20r1
2012
2013
20r4
20t5

2016-2020
202r-2025

Total

T%

1%
t%
I%
T%

1o/o

t%

14,626
14,773
14,920
15,069
15,220
78,415
82,341

2,354
2,207
2,060
1,911

r,760
6,485
2,485

16,980
16,980
16,980
16,980
16,980
94,900
84,826

$ 235 364 19,262 254,626

6) Chanees in Long-Term Liabilitv

A summary of changes in the long-term liability for the calendar year ended December 31, 2010 is

as follows:

Intermediary Relending
Program Notes Payable

$ 249,846
0

14.482)

$ z¡ 5,364

Balance January I,20I0
Additions
Decreases

Balance December 3I. 2010
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7) Debt Reserve and Loan Loss Reserve Accounts

The I.R.P. Pledge and Security Agreement on the U.S.D.A./Rural Development lntermediary

Relending trogram loan requires that the Consortium establish a debt reserye account within the

I.R.p. Revolving Fund at the rate of $1,698 annually starting April 10, 1996 until the debt leserve

account reaches the sum of $16,980 or such higher amount agreed to with the U,S.D.A'lRural

Development and shall be resumed at any time when necessary because of disbursements from the

debt reserve account to restore it to the agreed upon sum. Withdrawals from the debt reserve

account shall be used solely for the purpose of paying the interest on and the installments of
principal of the I.R.p. promissory note when there are insufficient funds in the general operating

account of the I.R.P. Revolving Fund to meet the payments then due.

The agreement also requires an annual transfer to a loan loss reserve account within the I'R.P.

Revolving Fund equal to a rate of not less than lo/o of the outstanding principal balance of
recipients; loans wiih the initial transfer made as of April 10,1996. Annual transfers will be made

until the balance of such account reaches $40.000.or such higher amount later agreed to with the

U.S.D.A./Rural Development and shall be resumed at any time when necessary because of
disbursements from the loan loss resen/e account to restore it to the agreed upon sum'

Withdravøals from the loan loss reserve account shall be used only for the purpose of transfers to

the general operating account of the I.R.P. Revolving Fund of amotutts not more than the amount

of actual loan lor.es and for the purpose of paying the interest on and the installment of principal

of the I.R.p. promissory note whèn there are insufücient funds in the general operating account of
the I.R.P. Revolving Fund and the debt reserve account to meet the payments then due.

lnvestment income derived from each account shall remain apart of said account and shall be used

only for the purposes for which such accounts may be used except when the amounts in the debt

reserve accountã*ceed $16,980 and/or the amount in the loan loss reserve account exceed $40,000

(whether due to investment earnings or other deposits from any source) then any and all of such

excess shall accrue to and be deposited in the general operating account of the I.R.P. Revolving

Fund.

The debt reserv'e and loan loss reserve accotrrts are reflected in the Statement of Net Assets by

reporting the cash set aside for these accounts separately. These accounts are reported in the

Governmental Funds Balance Sheet by showing the cash set aside for these accounts separately

and by also reserving the appropriate fund balance for each account. The December 3I,2010
balance in the debt reserve account was $16,980 (shown as fund balance - reserved for debt

reserve) anrd the December 31, 2010 balance in the loan loss reserve account was $40,000 (shown

as fund balance - reserved for loan loss reserve).

The debt reserve and loan loss reserve accounts for 2010 were set up by bookkeeping entries and

by trying to make sure $56,980 in cash was always maintained in the Intermediary Relending
program Revolving Fund at all times. Druing calendar year 2010, the required reserve amounts

maintained were not sufficient from April 12,2010 to May 3,2010 (the amount of cash in the

Intermediary Relending Program Revolving Fund was below the $56,980 level).
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8) Risk Manasement

The Lyon County Economic Ðevelopment Consortium is a member in the Iowa Communities

Assurance pool, as allowed by Chapter 670.7 of the Code of Iowa. The loll'a Communities

Assurance pool (pool) is a local government risk-sharing pool whose 634 members include

various govenìmental entities throughout the State of lowa. The Pool was formed in August 1986

for the pu.por" of managing and funding third-party liability claims against its members. The Pool

provides gorr".ug" uttd p-t.rtion in the following categories: general liability, automobile

iiuuitity, automobile physical damage, public offrcials' tiability, police professional liability,

p.oprrty, inland marine and boiler/machinery. There have been no reductions in insurance

coverage from prior years.

Each member's annual casualty contribuiions to the Pool fund current operations and provide

capital. Annual operating contributions are those amounts necessary to fund, on a cash basis, the

poìl's general and administrative expenses, claims. claims expenses and reinsurance expenses due

and pay-able in the current year, plus all or any portion of any deficiency in capital. Capital

contributions are made during the first six years of membership and are maintained to equal 200

percent of the total current members' basis rates or to comply with the requirements of any

ãpplicable regulatory authority having jurisdiction over the Pool.

The pool also provides property coverage. Merrrbers who elect such coverage make annual

operating contributions which are necessary to fund, on a cash basis, the Pool's general and

aãministrative expenses and reinsurance premiurns, all of which are due and payable in the current

year, plus all or any portion of any deficiency in capital. Any year-end operating surplus is

iransfåned to capitá1. Deficiencies in operations are ofßet by transfers from capital and, if
insuffrcient, by the subsequent year's member contributions.

The Consortium's general liability un¿ s¿1ongful acts for officials liability contributions to the risk

pool are recorded as erpenditures from its General Fund and I.R.P. Fund at the time the insurance

"o,r"rug" 
is utilized by the Consortium. The Consortium's annual cash basis contribution to the

Pool for the calendar year ended December 31, 2010 was $1,236'

The pool uses reinsurance and excess risk-sharing agreements to reduce its exposure to large

losses. The pool retains general, automobile, police professional, and public officials' liability

risks up to $350,000 per claim. Claims exceeding 5350,000 are reinsured in an amount not to

"*r".d $2,650,000 per claim a¡d $10,000,000 in aggregate per year. For members requiring

specific coverage from 53,000,000 to $10,000,000, such excess coverage is also reinsured.

property and automobile physical damage risks are retained by the Pool up to $150,000 each

oa".ro.n.", each location, with excess coverage reinsured by the Travelers Insurance Company.

The pool's intergovernmental contract w-ith its members provides that in the event a casuaþ claim

or series of claims exceeds the amount of risk-sharing protection provided by the member's risk-

sharing certif,rcate, or in the event that a series of casualty claims exhausts total members' equþ
plus any reinsurance and any excess risk-sharing recoveries, then payment of such claims shall be

ihe obligation of the respective individual member. The Consortium does not report a liability for

losses in excess of reinsruancs or excess risk-sharing recoveries unless it is deemed probable such

losses have occurreC and the amount of such loss can be reasonably estimated. Accordingly, at

December 31,2010,no liability has been recorded in the Consortium's financial statements. As of
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DE ÌVOBLE, &COMPANY PC

111 S. Story Street

Rock Rapids,1A51246

Certified Public Acco untants

MEMBERS
American Institute - Certified Public Accountants

Private Companies PracLice Section

Iowa Society - Celtified Public Accountants

Phone: (112) 4122549
Fax : (712) 412-2540

Email : ssdnrr@hickorytech.net

Independent Auditor's RePort on

Government Auditine Standards

To the Members/Official of the Lyon County Economic Development Consortium:

'We have audited the accompanying financial statements of the governmental activities and each

major funcl of the Lyon County Economic Development consortium (LCEDC) as of and for the year

ended December 3l.2010,whiófr collectively comprise the Consortium's basic f,rnancial statements listed

in the table of contents, and have issued our report thereon dated J¡uly 29,201I. We conducted our audit

in accordance with U. S. generaily accepted auditing standards and the standards applicable to financial

audits contained in Government Audiü;g Standards, issued by the Comptroller General of the United

States.

In planning and performing our audit, we considered the LCEDC's internal control over financial

reporting ås a basls for àesigning our auditing procedures for the pu{pose of expressing our opinions on

the hnancial statements, bui not for the purpose of expressing our opinion on the effectiveness of the

LCEDC's intemal control over financial ìeporting. Accordingly, we do not express an opinion on the

effectiveness of the LCEDC's internal control over hnancial reporting'

our consideration of internal control over financial reporting was for the limited purpose described

in the preceding paragraph and was not designed to identiff all def,rciencies in intemal control over

frnanciål ,"po.tirj thaf might be significant deficiencies or material weaknesses and therefore, there can

be no assurance it ¿"n"l"ncies, significant deficiencies or material weaknesses have been identified.

Hower.er, as described in the accompanying Schedule of Findings, we identified certain deficiencies in

intemal control over financial reporting tirat we consider to be material weaknesses and other deficiencies

we consider to be significant deficiencies.

A def,rciency in internal control exists when the design or operation of a control does not allow

management or employees, in the normal course of performing their assigned functions, to prevent or detect

and correct misstatements on a timely basis. A material weakness is a deficiency' or a combination of

deficiencies, in internal control such that there is a reasonable possibility a material misstatement of the

LCEDC's financial statements will not be prevented or detected and corrected on a timely basis. We consider

the deficiencies in the LCEDC's internaf control described in the accompanying Schedule of Findings as

items 10-4, C, D and E to be material weaknesses'
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A signif,rcant deficiency is a deficiency or combination of deficiencies in internal control which is

less severe than a material weakness, yet important enough to merit attention by those charged with

governance. We consider the deficiency described in the accompanying Schedule of Findings as item 10-B

and F to be a significant deficiency.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the LCEDC's financial statements are

free of material misstatement, we performed tests of its compliance with certain provisions of laws,

regulations, contracts and grant agreements, non-compliance with which could have a direct and material

effect on the determination of financial statement amounts. However, providing an opinion on

compliance with those provisions was not an objective of our audit and, accordingly, we do not express

,,r"h * opinion. The résults of our tests disclosed two instances of non-compliance or other matters that

are requiied to be reported under Government Auditing Standards, ç'hich are described in the

u".o*punying Schedule of F-indings. We also noted certain irnmaterial instances of non-compliance or

other matters which are described in the accompanying Schedule of Findings.

Comments involving statutory and other legal matters about the Consortium's operations for the

year ended Decenber 31, 2010 are based exclusively on knowledge obtained from procedures performed

âuring our audit of the financial statements of the Consortium. Since our audit was based on tests and

,u pl"r, not all transactions that might have had an impact on the comments were necessarily audited.

The comments involving statutory and other legal matters are not intended to constitute legal

interpretations of those statutes.

The LCEDC's responses to findings identif,red in our audit are described in the accompanying

Schedule of Findings. Wtiite we have expressed our conclusions on the Consortium's responses, we did

not audit the LCEDC's responses and, accordingly, \,ve express no opinion on them'

This report, a public record by law, is intended solely for the information and use of the

members/offrcials and ðitizens of members of the Lyon County Economic Development Consortium and

other parties to whom the LCEDC may report, and is not intended to be and should not be used by anyone

other than these specified parties.

We would like to acknowledge the many courtesies and assistance extended to us by management

of the LCEDC during the course of our audit. Should you have any questions concerning any of the above

matters, we shall be pleased to discuss them with you at your convenience.

þp{lû$t" þW,M{ Pù
De Noble & Company PC

Certified Public Accountants

Iuly 29,2011
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Lyon County Economic I)evelopment Consortium

Schedule of Findings
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Lyon County Economic Development Consortium
Schedule of Findings

For The Calendar Year Ended December 31' 2010

Other Findines Related to the Financial Statements:

INTERNAL

10-A

CONTROL DEFICIENCIES:

Segreqation of Duties - During our review of the internal control structure, the existing

p*.d.tt.r are evaluated in order to determine that incompatible duties, from a control

itandpoint, are not performed by the same individual. This segregation of duties helps to

prevent losses from individual error or dishonesty and therefore maximizes the accuracy of
the Consortium's financial statements. 

'We noted that generally one individual has control

over most business transactions (banking transactions, accounting functions, etc...).

Although dual check signers are required tbr all checks over $500, this policy was not done

for a-ny checks written in 2010. Also, financial duties are not rotated at any time during the

year.

Recommendation - We realíze that rvith no office employees and only using volunteers,

segregation of duties is clifficult. However, the Consortium should review its operating

procedures to obtain the maximum internal control possible under the circumstances. To

provide additional control, the officials should review hnancial transactions,

reconciliations and reports. Such reviews should be evidenced by initials or signature of
the reviewers and the dates of the rer¡iews. Dual check signers should be required on all

checks over $500. Also, tìnancial duties should be rotated for a period of time during the

year.

Response -'We are attempting to review the financial records regularly. We will make an

earnest effort to evidence the reviews by initialing and dating the reviews. We will work on

getting checks to be duai signed when the checks are over $500.

Conclusion - Response accepted. it is important that you attempt to implement this

recoÍunendation.

l0-B Manual Storase/Off-Site Storase of Comouter Data/'lVritten Disaster Recoverv

Plan - The Consortium does not have any standard policies or procedures regarding storage

of manual records at more than one location or for off-site storage of computer backup

data. The Consortium does not have a written disaster recovery plan.

Recommendation -Manual records should be evaluated for importance and duplicate

copies stored at an additional location. Computer backups should be stored at an off-site

loca-tion. A written disaster fecovery plan should be considered and adopted.

Response - We will attempt to implement this recommendation.

Conclusion - Response acceptecl. It is important that this recommendation is evaluated

and implemented.
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10-c

10-D

l0-E

Lyon County Economic l)evelopment Consortium
Schedule of Findings

X'or The Calendar Year Ended December 31' 2010

Financial Reporting - During the audit, we identified material amounts of assets and fund

balances/net assets that were not recorded properly as to reporting classification.

Adjustments were subsequently made by the Consortium to properly report the assets and

fund balances/net assets in the financial statements.

Recommendation - The Consortium should implement procedures to ensure all assets and

fund balances/net assets are properly recorded and classified for the Consortium's financial
statements.

Response - We will attempt to implement your recoÍlmendation.

Conclusion - Response accepted. Please do address this recommendation

Manasement Procedures - Based on findings during the audit, we identified that there

appears to be a lack of oversight by management over developing internal control,

compliance and antifraud procedures and monitoring existing procedures bhat are in place

to ensure the procedures are enforced.

Recommendation - LCEDC rnanagement needs to establish policies and procedures that

ensure effective internal control, compliance and antifraud procedures are in place and

monitored on a regular basis. LCEDC management needs to review any audit findings
identified and assess the level of risk associated with each finding and incorporate this

assessed level of risk into its development of policies and procedures.

Responsg - We will address your recoÍtmendation.

Conclusion - Response accepted. Please do address this recommendation.

Note Receivable Files (General Fund Notes) - None of the notes receivable in the General

Fund have evidence ofcurrent insurance.

Recommendation -The Consortium should implement procedures to monitor that

insurance is current and adequate for all notes receivable by annually requiring proof of
insurance coverage be provided to the LCEDC.

Response - We will attempt to implement your recommendation.

Conclusion - Response accepted. It is important that insurance coverage on all notes

receivable should be monitored and kept current.
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Lyon County Economic Development Consortium
Schedule of Findings

For The Calendar Year Ended December 31' 2010

10-F Bank Card - The Consortium needs to remove from the authorized signers' list
at one bank individuals who are no longer authorized to make disbursements. The

Consortium needs to get all bank accounts updated to include all properly authorized

signers.

Recommendation - The Consortium needs to correct the authorizedbank accounts signers'

list to allow only all eligible current officials to make transactions. Procedures need to be

established to ensure that an individual who is no longer authorized to make financial

transactions is immediately removed from all authorized signers' lists and that any new

individuals are properly authorized to do so on the signers' lists.

Response - We will implement this recommendation.

Conclusioq - Response accepted. Please do update the bank signers' list.

INSTANCES OF NON.COMPLIANCE:

10-A-Non-Compliance Ultimate Recipients hsurance Coverages - We noted that the Consortium does

not have proof of insurance on any of the businesses that have outstanding notes receivable

to the Consortium's lntermediary Relending Program (IRP). This issue is a violation of the

Intermediary Relending Program loan agreement. The Consortium should maintain current

proof of insurance as a normal practice regardless of the Intermediary Relending Program

loan agreement.

Recommendation - Proof of insurance on all businesses that have outstanding notes

receivable to the Consortium should be brought up-to-date and kept current. A system

needs to be developed that ensures proof of insurance coverage is obtained before notes

receivable are formally issued and that current, accurate insurance coverage is being

maintained and needs to be provided to the LCEDC on an annual basis. If monitoring of
this issue is to cease once a note receivable drops below a certain level, the Board and the

U.S.D.A./Rural Development must formally approve this.

Response - We will work toward fully implementing your recoÍìmendation.

Conclusion - Response accepted. It is very important that this recommendation is

implemented.

10-B-Non-Compliance Federal Financial Prosram The following instances of non-

compliance with the Intermediary Relending Program were noted (in addition to the

ultimate recipients insurance coverages non-compliance already discussed):
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Lyon County Economic Development Consortium
Schedule of Findings

For The Calendar Year Ended December 31,2010

1. The Consortium is late in issuing the following report to the U.S.D.A,/Rural Development:

a. The audit was not issued within 90 days of the audit period. However, the

U.S.D.A./Rural Development has acceped that audited financial statements will be filed
late every year as a cost saving measure for the Consortium.

The Consortium is currently waiving on all notes receivable the following provisions of the

work plan submiued to the U.S.D.A.iRural Development:
2

J

a. Late payment charges of I0%

b. The loan servicing fee of .5%o per arulum on the unpaid balance of the loans as

determined at five year anniversary inten'als.

c. Deposit fees of l%o/o oTI.R.P assistance requested

The Consortium did obtain rr,ritten approval frorn the U.S.D.A./Rural Development to

waive these provisions on an as-needed basis. However, this approval was contingent

upon the Consortium adequately documenting in each ultimate recipient's file the

circumstances for the waiver or submitting a revised written work plan. There is no

documentation in any ultimate recipient's file that supports the circumstances for the

waiver of these provisions and no proof that a revised written work plan was submitted.

The Consortium is late in issuing the following reports to the U.S.D.A./Rural
Development:

a. The Forrns RD 1951-4 rvere not filed for calendar years 2008 and2009 and were not

filed timely for June 30, 2010 and December 31, 2010. Additionally, once the Forms

RD 1 95 1 -4 were frled for 2010, the Forms were not prepared accurately.

b. Proposed IRP fund budgets were not filed for calendar years 2008,2009 or 2010 and

the2011 budget was not filed timely.

The Consortium did not properly report to the U.S.D.A.lRural Development all instances

when an ultimate recipient was more than ninety days past due with a payment.

The Consortium is required to maintain minimum amounts in cash at all times for debt

reserve and loan loss reserves under the Intermediary Relending Program's Pledge and

Security Agreement. During 2070, the Consortium was required to maintain in the

Intermediary Relending Program Revolving Fund $40,000 in cash as a loan loss reserve

and $16,980 in cash as a debt reseñ'e. The Consortium's cash balances in the Intermediary

Relending Program Revolving Fund during calendar year 2010 from April I2th to May 3'd

were below the amount of $56,980 required by the I.R.P. Pledge and Security Agreement.

4

5
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Lyon County Economic I)evelopment Consortium
Schedule of Findings

X'or The Calendar Year Ended December 31r 2010

Recommendation - The Consortium should oonsult with Kim Clay of the U.S. Deparhent of
Agriculture/Rural Development conceming the disposition of these matters.

Response -We are working on getting all required information current and to provide all the
necessary infonnation that is requested to the U.S.D.A.lRural Development in an accurate
manner.



Lyon County Economic Development Consortium
Schedule of Findings

For The Calendar Year Ended I)ecember 31,2010

Other Findinss Related to Required Statutory Reportins:

10-l Certified Budget - The Consortium does not adopt a formal financial budget.

I0-2 O-uestionable Expenditures - No reportable expenditures were noted that we believe may
not meet the requirements of public purpose as defined in an Attorney General's opinion
dated ApnI25,1979.

r 0-3 Travel Expenle - No expenditures of Consortium money for travel expenses of spouses of
Consortium offrcials/members were noted.

r0-4 Business Transactions - No business transactions between the LCEDC and LCEDC
offi cials/m embers were noted.

10-5 Bond Coverage - Surety bond coverage of Consortium offrcials/members and the
secretary/treasurer/financial/loan advisor is in accordance with statutory provisions.

10-6 Board Minutes - The Consortium is required to have at least four Board meetings per year
per the Consortium's adopted by-laws; however, the Consortium did not hold any meetings
in 2010.

Even though the treasurer is given authority to automatically pay bills that are under $500,
the Board should review and approve all bills at a Board meeting. None of the 2010
disbursements were approved by the Board.

As noted in previous audits, several items were noted which should have been approved by
the Board but were not formally approved in the minutes. No l'ormal Board approval was
noted in the minutes for amending one of the notes receivable terms and amortization
schedule. Additionally, there were three loans which were deemed uncollectible in prior
years; however, there was not ofFrcial approval documented in the minutes by the Board to
write off the amounts which are deemed uncollectible and no longer included in the
financial statements as a note receivable or as an allowance for doubtful accounts as of
December 31,2009. When a note receivable that has been offered to a business is not
accepted by the business ot when the offer for a note receivable has been withdrawn by the
Board, there is not always mention of this in the minutes. Applications that are not
apploved are no longer assessed the application fee. This change was never formally
approved in the minutes. Also, there was one loan in 2008 and one loan in 2009 which
were approved in the Board minutes to be paid from the General Fund; however, both
loans were actually disbursed in the year following approval (2009 and20l0, respectively)
from the LR.P. Fund. No action has been taken on these discrepancies.
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10-7

10-8

Lyon County Economic Development Consortium
Schedule of Findings

For The Calendar Year Ended December 31' 2010

Recommendations - The Board should be in compliance with the Consortium's by-laws

regarding the number of meetings to be held each year.

The Board should be reviewing and formally approving all bills in the Board minutes. All
of the 2010 disbursements and all future disbursements need to be listing in the Board

minutes and approved by the Board. The Board needs to approve changes or amendments

made to any of the notes receivable in the minutes. The Board needs to formally approve

in the Board minutes the write off of all notes receivable deemed uncollectible. When an

offered note receivable is not accepted or the offer has been terminated by the Board, the

declining/termination of this note receivable offering should be noted in the Board minutes.

The Board needs to approve in the minutes what the policy is going to be regarding the

application fee. All notes receivable need to be distributed from the Fund which the Board

approves as documented in the minutes.

Response - We will work toward implementing most of these reconìmendations regarding

the Board minutes.

Conclusion Response accepted.

recommendations.

Please attempt to implement all of these

Deposits and Investments - No instances of non-compliance with the deposit and

investment provisions of Chapter l2H_ and Chapter l2C of the Code of Iowa and the

Consortium's investment policy were noted.

Proof of Tax Exempt Status - The Consortium has not filed for proof of tax exempt status

as issued by the tnternal Revenue Service. The Consortium is not filing Form 990.

Recommendation - The Consortium should work on getting tax exempt status recognition

from the Internal Rer.enue Service. The Consortium needs written documentation that

Form 990 is not required; otherwise, Form 990 should probably be frled.

Response -'We were working on finalizing some issues first. Once the issues are resolved,

we will file the necessary paperwork to get the formal tax exempt status approval as a quasi

govemmental orgarization. We want to file the application in a manner and a time frame

that is least costly for the Consortium. We will file a Form 990 if the Internal Revenue

Service informs us that hling this form is required.

Conclusion - Response accepted. Receiving formal proof of tax exempt status as a quasi

govenìmental orgarization is very important.
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Electronicallv ned Check Imases - The back (endorsement) side of electronically

retained check images of checks that have cleared the bank are not being received and

maintained as required by Chapter 554D.114(5) of the Code of lowa.

Recommendation - The Consortium should be receiving and maintaining the back

(endorsement) side of electronically retained check images of checks that have cleared the

bank.

Response - We will comply with the Iowa Code in the future

Conclusion - Response accepted. Please make sure you are obtaining the endorsement

side of check images.

Secretary of State Reporting - House File 808 required 28E entities with joint boards to

submit in electronic format a report with the Iowa Secretary of State. The first report was

due by July 1, 2008. Following submission of the initial report, each entity shall submit a

report by April 1 of every odd numbered year beginning in2009. The initial 2008 report

and the 2009 report were not submitted on a timely basis to the Secretary of State.

Recommendation - The Consortium should submit the required information to the

Secretary of State on a timely basis.

Response - The required information was submitted in May 2011. We will make sure each

report is submitted timely in the future.

Conclusion - Response accepted. Please make sure each future report is done in a timely

manner.
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